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On Nov. 27, Ecuador formally withdrew from the Organization of Petroleum Exporting Countries
(OPEC), the first member to leave the cartel since its formation in 1960. The government now
hopes to boost oil production by at least 41% over the next four years, since output will no longer
be restricted by OPEC-imposed quotas. In September 1992, President Sixto Duran Ballen had
announced his government's decision to quit OPEC at the oil and energy ministers meeting in
Vienna Nov. 25-27. According to Duran, OPEC quotas have stunted plans to rapidly develop the
oil industry, while costing the government about US$2 million in annual membership fees without
any noteworthy benefits in return (see Chronicle 09/24/92). Until now, Ecuador's OPEC-assigned
production quota was 273,000 barrels per day, but oil output actually totaled about 318,000 bpd.
By freeing the industry from OPEC quota constraints, the government hopes to increase daily
output to 385,000 bpd by the end of 1993 and up to 450,000 bpd by 1996. In addition, the government
aims to expand exports by 100% from current levels, since at present only about half of the total oil
pumped is actually sold abroad. Oil is Ecuador's principal foreign-exchange earner, bringing in US
$1.059 billion in revenue in 1991. This is about 37% of the US$2.851 billion in total export income
reported that year. Moreover, petroleum revenue accounts for 48% of the government's annual
budget, according to Ricardo Estrada, president of the state-run petroleum company Petroecuador.
"Petroleum activities constitute the principal source of income for the state, basically financing
the budgets of some 20 government organizations and public services, including the ministries of
education, health, and public works," said Estrada, who represented Ecuador at the OPEC ministers
meeting in Vienna. "That means the county must produce all the crude it can, making continued
membership in OPEC counterproductive, since we cannot abide by the assigned production quotas,
nor can we continue to justify paying US$2 million per year in membership fees," he added. Despite
the withdrawal, Ecuador agreed to pay off US$4.2 million in accumulated back dues owed to OPEC
to allow the country to rejoin the organization in the future. In general, the departure should have
little impact on OPEC's ability to influence world markets, since Ecuador is the smallest of the
group's 13 member nations, accounting for barely 1.3% of OPEC's total daily production. In fact,
at the latest OPEC ministerial conference, the remaining 12 members agreed to lower total output
by nearly 400,000 bpd, limiting the daily production ceiling to 24.58 million barrels. As a result,
international prices immediately rose by 22 cents to US$18.97 per barrel. Although the new quotas
are unlikely to achieve OPEC's declared goal of US$21 per barrel, the price is expected to stabilize at
US$20 by year-end. Still, as the first member to withdraw from OPEC, Ecuador sets a controversial
precedent that could weaken the organization's already tenuous unity. While none of the other
small oil producers (Algeria, Indonesia, Nigeria, Libya, Gabon, and Qatar) are expected to leave
OPEC in the near future, Ecuador's departure may encourage these countries to seek more favorable
concessions from the larger oil-producing members (Venezuela, Saudi Arabia, Iran, Iraq, Kuwait
and the United Arab Emirates). At the Vienna conference, for example, Gabon's Energy Minister
Jean Ping warned that to discourage more member countries from following Ecuador's lead, OPEC
should begin discussing a more equitable distribution of financial obligations, lowering annual fees
for the smaller oil producers. At present, all OPEC members pay equal dues, regardless of each
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country's production capacity. (Sources: New York Times, 11/26/92-11/28/92; Agence France-Presse,
11/27/92, 11/28/92; Spanish news service EFE, 11/27/92, 11/28/92)
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